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(Translation) 


Soviet  Proposal  at  the  Thii’d  Formal  Meeting 

(Announced  by  the  Soviet  tlnbassy  iii  Tokyo, 
July  4) 


(Excerpt  from  Collection  of  the  Publications  in  Connection 
vith  the  Negotiation  for  the  Furchase  of  North  Manchuria 

Railway,  pp.  13-22) 


MEiORANDUH  COIlCHiNIUG  BASIC  PRINCIPLES  FOR 
THE  FURCH/SE  CF  THE  CHINESE  EASTERN  itAlLLAY  BY 
MAI’CHUKUO 


I.  Objects  of  sale,  the  position  and  significance  of  the  Chinese  Eastern 
Railway. 

A.  In  accordance  with  the  Sino-Ruesian  Convention  and  the  Mukden 
Agroement ,  the  Soviet  Government  agrees  to  the  purchase  by  J/anchukuo  of  the 
Chinese  Eastern  Railway  together  with  all  properti  s  attached  thereto  in¬ 
cluding  those  previously  sei?ed  on  several  occasions  illegally  and  forcefully 
by  the  Mukden  authorities. 

However,  various  Soviet  properties,  which  are  not  attached  to  the 
Chinese  Eastern  Railway  and  which  were  withheld  on  the  said  railway  at  the 
time  of  the  dispatch  of  troops  or  were  left  because  the  transfer  of  rolling 
stock  under  the  agreemo^t  was  not  completed,  will,  of  course,  not  be  objects 
of  sale.  These  properties  shall  be  returned  to  the  Soviet  Government.  (A  de¬ 
tailed  inventory  of  such  properties  shall  be  prepared  by  a  special  committee.) 

Accordingly,  the  property  to  be  purchased  shall  be  the  followings 

1.  The  main  line  extending  1,726  kilometers,  the  railroad  v/ith  a 
total  length  of  2,544  kilometers  including  the  line  for  the  transportation  of 

j' 

gravel  for  business  purposes  and  that  for  carrying  fuel  wood  and  coal,  the 
telegraph  line  totalling  2,567  kilometers,  and  telephone  end  water-supply 
facilities. 

2.  Locomotives  and  freight,  car3  belonging  to  the’  railway. 

/  f  I 

:;.Jf , 
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•*  3.  Buildings,  warehouses,  of l'icea,  military  barracks,  and  other 

construction  v/orks  for  use  by  the  railroad  and  its  passengers,  covering  a 
total  area  of  1,199,762  square  meters. 

4.  Factories  and  warehouses,  among  which  are  the  Harbin  Central 
Factory,  railroad  factory,  the  factory  attached  to  the  telegraph  works,  and 
othe ro. 

5.  Power  plant. 

6.  Harbin  Telephone  Bureau. 

7.  Raver  ileet  made  up  of  steam  and  non-steam  vessels,  including 
the  reloading  wharf  set  up  in  Harbin. 

8.  Land  attached  to  the  railway. 

9.  Forestry  concession  (Choi,  Zweiringe  (?),  Eastern  concessions). 

10.  Medical,  veterinary  health  facilities. 

11.  Resorts  and  rest  homes. 

12.  Agricultural  enterprises,  nurseries,  hot-housos, 

13.  burner  mills,  olive-  oil  manufacturing  factory,  cot ton-( silk-) 
waste  refining  factory. 

14.  Soft-drinks  bottling  factory. 

15.  Wool -washing-  plant. 

16.  Printing  plant, 

17.  Harbin  V.ater  ",'orks. 

18.  Motor  vehicle  jirage. 

19.  Schools  arid  club  buildings. 

20.  All  other  buildings,  facilities  and  property  of  t ho  railway. 

B.  Thus,  the  Chinese  Eastern  Railway,  including  all  property 

attached  thereto,  now  plays  an  important  part  from  the  standpoint  of  Manchuria's 
industry  and  economic  development,  and  comprises  a  powerful  industrial  unit 
which  possesses  great  value  from  the  viewpoint  also  of  the  interests  of  the 
property  and  economy  of  the  U.S.S.R.  ’.Vo  cannot  help  but  point  out  that  by  tire 
sale  of  the  said  railway  a  part  of  the  numerous  economic  rights  and  privileges 
which  by  treatj'  gives  the  U.S.G.R.  not  a  few  interests  wall  be  liquidated  and 
that  a  part  vd.ll  greatly  decrease  in  value. 
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As  examples  cf  these  can  be  mentioned  the  compulsory  use  of 
thousands  of  Soviet  laborers  and  -rorkers  on  the  railroad,  certain  privileges 
concerning  freight  rates  and  others. 

C.  In  stating  the  significance  of  the  Chinese  Eastern  Railway,  the 
important  international  significance  cf  the  said  railway,  which  is  a  most 
vital  link  in  the  international  communications  between  Europe  and  Asia,  must 
be  mentioned.  It  is  clear  that  this  unique  significance  ,of  the  said  railway 
v.ill  not  by  any  means  be  diminished  by  it3  return  to  the  hands  of  hanchulcuo 
or  by  the  elimination  of  the  obstacles  ’.hich  recently  have  prevented  it3 
normal  operation. 

Furthermore,  the  Chinese  Eastern  Railway  also  has  important 
significance  as  the  trunk  line  of  North  I.'anchuria  which  links  tho  North 
Manchuria  region,  which  is  rich  in  natural  resources  and  has  hopes  of  future 
development,  with  South  Manchuria  and  the  ocean. 

It  is  hardly  necessary  to  prove  that  this  railway  will  never  lose 
this  unique  significance  even  after  it  returns  to  the  ownership  of  Manchukuo. 

On  the  contra ry,  in  the  event  this  railway  i3  operated  under  condi¬ 
tions  which  are  normal  and  free  of  obstacles,  there  is  no  doubt  that  it  vdll 
come  tc  have  even  raoro  important  significance  upon  this  district  from  the 
standpoint  of  livelihood  and  that  its  role  and  vulue  vdll  increase  together 

I 

with  l.anchukuo's  econondc  development. 

D.  The  temporary  deterioration  of  the  financial  condition  of  the 
railway,  which  was  brought  about  by  recently  occurring  special  conditions 
preventing  the  normal  operation  of  the  railway,  and  the  actual  economic 
condition  of  the  railway,  its  significar.ee  and  possibility  of  development 
must  not  be  confused.  It  is  sufficient  to  mention  the  single  fact  that  the 
business  earnings  of  the  Chinese  Eastern  Railway  fro;a  the  beginning  of  Soviet- 
Chinese  joint-management  up  to  1930,  inclusive,  surpassed  expenditures  by 
1^0,000,000  gold  roubles,  an  annual  average  of  more  than  20,000,000  gold 
roubles. 
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It  is  necessary  to  point  out  the  fact  that,  ev^-n  in  1932  un  e 
difficult  conditions  created  by  the  world  economic  aeoronsion  vfuich  had 
serious  effects  on  all  of  Kar.chukuo's  industries  and  by  the  special  cuuoi 
mentioned  above,  the  business  earnings  of  the  railway  still  surpassed  ex¬ 
penditures  by  11,00C ,000  gold  roubles. 

Those  maturials  sufficiently  prove  the  railway's  large  econor.dc 

power  and  soundness  The  fact  that  the  Soviet  Government  did  not  realize 
any  marked  profits,  compared  to  the  fact  that  toe  railway  itself  is  register¬ 
ing  large  business  earrings,  is  entirely  due  to  the  fact  tnat  up  to  the 
present  time  the  railway  was  forced  to  shoulder  the  enormous  unproductive  ex 
penses  required  for  loans,  f r  *  transportation  of  freight  and  passengers,  and 
other  purposes  with  regard  to  toe  maintenance  oi  railway  guards  -nd  bv  m 
ment  agencies*  The  Soviet  director  had  no  connection  whatever  with  tae  rail 
way  as  a  conta-arcial  undertaking  and  his  efforts  to  eliminate,  or  at  least  to 
sharply  redune,  such  outlays  continuously  met  with  strong  opposition  from  the 
Chinese  authorities  and,  at  present,  from  the  Manchukuo  authorities. 

Fallowing  the  transfer  of  the  Chinese  Eastern  Railway  to  too  owner¬ 
ship  of  Manchukuo,  the  said  country  will  naturally  come  to  shoulder  the  un¬ 
productive  expenses  required  of  the  said  ra.iiv.a.\,  nr.d  by  thi~  the 
earnings  of  the  railway  will  increase  markedly. 

II.  Purchase  trice  and  method  of  payment. 

A.  In  deciding  upon  the  purchase  price  of  toe  Chinese  Eastern  Rail¬ 
way  ant  the  properties  attached  thereto,  this  should  be  in  conformance  with 
Claus j  Two,  Article  I  of  toe  Mukden  Agreement.  The  said  clause  stipulates 
that  in  case  cf  }urchase  both  contracting  parties  confer  on  the  amount 
actually  spent  in  the  past  on  the  said  railway  and  that  it  should  be  purchased 

with  a  fair  price. 

In  accordar.ce  with  the  foregoing,  toe  Soviet  Government  has  given 

serious  consideration  to  all  conditions  which  will  make  possible  a  marked 

reduction  in -toe  purchase  price  on  the  basis  of  the  main  items  of  the  balance 

which  clarify  the  actual  outlays  made  for  the  construction  ard  development  of 

the  3aid  railway  and  on  the  basi.3  of  equitable  principles, 
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E.  The  expenses  required  for  the  construction  of  the  railway*  the 
completion  of  uncompleted  constriction,  purchase  oi  revolving  materials,  ,io 
curement  of  capital  for  construction,  payment  of  interest,  the  expenses  re¬ 
quired  for  amortization  during  the  period  of  construction  and  the  expenses  re¬ 
quired  for  the  imp-ovement  of  the  railway  up  to  and  including  1932  aggregate 
411, 691, 976  gold  roubles.  This  amount  does  not  include  the  178,579,618  gold 
roubles  loaned  by  the  Czarist  Government  d-iring  the  first  year  of  the  existence 
of  the  Chinese  Eastern  Railway  for  the  covering ‘of  deficits  and  the 
maintenance  of  operation,  nor  dees  it  include  the  large  liabilities  to  be  paid 
to  the  Soviet  Government  as  accumulated  interest  on  the  capital  invested  in 

the  railway  as  appears  in  the  balance  sneet. 

In  addition  tc  the  above,  considering  the  fact  that  the  technical 
facilities  on  the  said  railway  have  to  a  certain  extent  become  dilapidated  and 
that  with  the  constriction  of  a  new  railway  its  economic  significance  will  be 
somewhat  changed  and  desiring  that  the  purchase  price  be  reduced  as  touch  as 
possible,  the  Soviet  Government,  in  place  of  the  411,691,976  geld  roubles 
actually  spent,  agrees  to  reduce  the  price  under  the  aforementioned  balance 
sheet  items  of  the  Chinese  Eastern  Railway  to  210,000,000  gold  roubles. 

C.  However,  the  above  amount  (210,000,000  gold  roubles)  of  itself 
las  greet  economic  significance  and  docs  not  include  the  price  of  the  various 
assets  of  the  Chinese  Eastern  Railway  which,  together  with  the  development  of 
the  said  railway,  saw  an  increase  in  its  original  value. 

As  is  well  known,  the  railway  ov.ns  vast  lands. 

The  Soviet  Government,  under  tin  Sino-Rusoian  Convention  and  the 
Mukden  Agreement,  has  agreed  to  transfer  the  management  of  the  land  not  needed 
by  the  railway  to  the  Chinese  authorities.  In  accordance  with  a  proposal  of 
the  Soviet  Government,  a  Sovie U-Chinese  committee  wa3  established  in  192 >  to 
adjust  the  land  district  system,  but  the  Mukden  authorities  evaded  the  con¬ 
vening  of  this  coranittee  a  rtf  illegally  seized  the  land  belonging  to  the  rail¬ 
way  in  sections.  Without  making  a  detailed  calculation  of  the  price  of  the 
land  which  naturally  should  be  retained  by  the  railway  and  of  its  forestry 
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concessions  //hich  are  of  groat  value,  the  Soviet  Government  agrees  to  appro., 
all  those  assets  at  40,000,000  gold  roubles.  This  is  a  much  smaller  amount 
than  the  actual  value. 

On  the  basis  of  the  aforementioned,  the  total  purchase  price  of  the 
Chinese  Eastern  Railway  and  all  properties  attached  thereto  shall  be  set  at 
210,000,000  gold  roubles  plus  40,000,000  gold  roubles  (at  the  rate  of  1  gold 
rouble  equals  ¥1.04  in  gold). 

D.  When  the  above  figure  of  230,000, COO  gold  roubles  (250,000,000?) 
is  compared  with  the  ¥23,000,000  in  gold  which  the  Japanese  Government  in 
1917  sought  to  pay  to  the  former  C zaris t  Government  for  the  103  kilometers 
between  KUANCHENGTSU  and  LAOGHAOKCU,  a  small  section  of  the  southern  line  of 
the  Chinese  Eastern  Railway ,  and  if  this  evaluation  is  applied  to  tho  entire 
line  of  the  said  railway  to  bo  purchased,  the  resulting  figure  will  amount  to 
¥380,000,000  in  gold,  or  370,000,000  gold  roubles. 

However,  this  section  of  tho  said  railway,  for  which  negotiations 
were  once  held,  possesses  no  remarkable  artificial  (man-made)  facilities  of 
any  kind  nor  any  enterprises  of  value  and,  moreover,  has  no  international  or 
economic  value  which  the  Chinese  Eastern  Railway  as  a  whole  possesses. 

Thus,  viewed  from  all  aspects,  it  must  be  recognized  that  the 
purchase  price  of  750,000,000  gold  roubles  is  most  reasonable  and  fair. 

E.  The  Chines^  Eastern  Railway  shall  bo  transferred  to  f/anchukuo 
with  its  entire  assets  and  liabilities,  and  no  claims  against  the  said  rail¬ 
way  shall  be  presented  to  tho  .Soviet  Government  in  the  future. 

f.  in  order  to  facilitate  the  payment  of  the  above  purchase  price 
arri  to  foster  the  development  of  its  economic  relations  with  Japan  and 
Kanchukuo,  the  Soviet  Government  agrees  to  receive  half  of  the  said  purchase 
price,  or  125,000,000  gold  roubles  per  annum,  in  goods,  Fayrcent  to  the 
Soviet  Government  in  goods  shall  be  made  in  tho  form  of  the  supply  of  goods 
in  four  periods  over  too  years.  For  the  said  supply  of  goods,  Manchukuo  shall 
hand  over  bonds  guaranteed  by  a  Japanese  Government  Bank  or  acceptable  by  a 
Japanese  banking  syndicate. 


i 
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G.  With  regard  tc  the  purchase  price  to  be  paid  in  currency, 
totalling  125,000,000  gold  rouble,  one-fourth  of  this  amount  shall  bo  payable 
immediately  in  cash  anti  the  balance  shall  be  paid  by  bonds  issued  by 
Ifanchukuo  and  guaranteed  by  the  Japanese  Government,  the  said  bonds  to  bear 
annual  interest  and  to  bo  redeemed  in  s  period  of  three  years. 

III.  Guarantee  of  the  economic  interests  of  the  U.S.S.i!. 

In  order  to  maintain  the  existing  economic  relations  between  the 

U.S.S.R.  end  Monchukuo  and  to  retain  too  vital  role  of  the  Chinese  Pastern 
Railway  in  tot  intcrnetimal  conmunications  between  Europe  and  Asia,  a  special 
agreement  providing  for  toe  following  items  shall  bo  concluded  together  with 
the  general  agreement  concerning  the  salt  of  the  said  railway: 

A.  Unrestricted  transit  of  freight  and  psssongers  shall  bo 
guaranteed  for  tot  U.S.S.R.  by  the  Chinese  Pastern  Railway  between  it  and  the 
Soviet  railway  under  preferential  comiitlons.  Moreover,  freight  and  hand 
baggage  in  transit  shall  bo  exempted  from  all  taxes  ar.d  lovios. 

B.  Direct  connection  between  the  Soviet  railway  and  the  Chinese 
Eastern  Railway  and  too  participation  of  the  latter  in  the  Vladivostok-bound 

direct  communication  between  Europe  and  Asia. 

C.  The  holding  of  a  fixed  amount  of  freight  accepted  by  the  Chinese 

Eastern  Railway  for  the  Ussuri  Railway. 

D.  11.0  Uanchukuo  authorities  agree  to  grant  most-favored-nation 

treatment,  in  connection  with  easterns  duties  and  taxes,  to  Soviet  goods  in. 
ported  via  the  Chinese  Eastern  Railway. 

IV.  Guarantee  of  the  interests  of  Soviet  workers  and  employees  of  toe  Chinoso 
Eastern  Railway. 

Together  with  the  general  agreement  concerning  the  sale  of  toe  said 
railway,  a  special  agree:.. alt  guaranteeing  the  rights  and  interests  of  Soviet 
natiaials  in  toe  said  milway  shall  be  concluded,  with  too  following  provisions 

contained  therein: 


t 
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A.  After  coming  into  ownership  of  the  said  railv/ay,  the  Manchukuc 
authorities,  v/hen  seeking  to  replace  Soviet  workers  idth  their  own  nationals, 
shall  undertake  this  gradually  and  in  small  muibers,  allowing  such  Soviet 
workers  time  to  seek  other  employment  or  to  return  to  the  U.S.S.R. 

The  change  of  Soviet  workers  and  employees  shall  be  undertaken  in 
a  period  not  less  than  two  years  after  the  Manchukuo  authorities  come  into  . 
possession  of  the  said  railway. 

B.  Soviet  nationals  shall  retain  completely  all  rights  with  regard 
to  the  movable  and  immovable  property  which  they  possess  in  the  Chinese 
Eastern  Railway  zone. 

C.  Soviet  nationals  shall  have  the  right  to  liquidate  their  above 
property  or  to  transport  such  property  in  its  original  form  or  in  currency. 

D.  In  order  to  transport  families  and  properties  of  workers  or 
employees  returning  to  the  U.S.S.R.  to  the  point  of  their  choice,  transporta¬ 
tion  facilities  shall  be  granted  in  tho  account  of  the  Chinese  Eastern  Railway* 

E.  In  the  event  Soviet  nationals  resign  or  ore  discharged, 
imnediate  and  full  payment  shall  bo  made  in  accordance  with  the  existing 
regulations  of  the  Chinese  Eastern  Railv/ay. 
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CERTIFICATE 
Statement  of  Source  and  Authenticity 

I,  HAYASHI,  Kaoru,  Chief  of  tho  Archive  Section,  Japanese  Foreign 
Office,  hereby  certify  tUt  the  document  hereto  attached  in  Japanese  con¬ 
sisting  of  1 A  pages  and  entitled  "Soviet  proposal  »  resented  at  tho  Third 
Formal  fleeting"  is  an  exact  and  true  extract  from  the  boo.c  entitled 
"Collection  of  the  Publications  in  Connection  vith  tho  Negotiation  for  the 
Purchase  of  North  Manchurian  Railway"  made  by  the  Foreign  Offico  in  January 
1934. 

Certified  at  Tokyo  on  this  second  day  of  September  1947* 

(Signed)  Kaoru  Hayashi 

Witness:  Katsuraa  Urabe 
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